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Abstract

Fisheries play only a minor role in the Malaysian economy but are important
nutritionally, fish being a greatly preferred food as indicated by a per caput
consumption of 37 kg pa. Small scale inshore fisheries continue to provide the greater
part of the catch of marine fish. Aquaculture, while developing relatively slowly, is an
important earner of foreign exchange, as is the rapidly expanding aquarium fish
industry. A number of credit schemes in support of the fishing industry have been
introduced via the Agriculture Bank. However, there is currently no formal, commercial
scheme specifically catering to fisheries. This is partly because of the lack of confidence
in and knowledge of the fishing industry on the part of insurance companies and
partly due to the preference of fishermen for traditional simpler, informal credit/loan
arrangements with money lenders and fish dealers to cover emergencies. A personal
accident/hospital expenses insurance scheme for fishermen introduced through
fishermens associations was, for similar reasons, not widely welcomed by the fisherfolk
until the government made such insurance cover obligatory for all crew members
before an annual fishing licence could be renewed. The author recommends that, in
order to facilitate capital investment and risk management in Malaysian fisheries, a
feasibility study reviewing successful experiences in other countries with fisheries
insurance should be undertaken to provide a sound basis for the design and
introduction of such an insurance scheme for Malaysia.




FISHING INDUSTRY IN MALAYSIA

Malaysia is endowed with a long coastline both in Peninsular Malaysia and in Sabah and Sarawak.
The country has about 150,000 km? of territorial waters and 450,000 km?of EEZ. The fishing industry
plays a minor but none the less significant role in the Malaysian economy. In 1994, annual fish
production was valued at RM2.949 billion which is approximately 1.61% of the Gross Domestic
National Product (GNDP) or 10.3% of the GDNP of the overall agriculture sector. Traditionally, a
large number of the coastal inhabitants have worked as fishermen but now the number has dwindled
to only 80,000 (see Table 1) because of the availability of opportunities in other sectors. However, the
population’s preference for fish as a source of protein remains high as indicated by the per capita
consumption at 37 kg/annum.

The fishing industry consists largely of small scale inshore activities confined to within 30 nautical
miles of the coastal waters. The Department of Fisheries Malaysia licensed 31,403 fishing vessels to
operate such gears as purse seines, trawls, gill nets, long lines and others in national waters in 1994
(Table 1). The commercial deep sea fishing vessels (70 GRT and above) numbered only 520. The
fisheries are divided into four regions i.e West Coast Peninsula, East Coast Peninsula, Sarawak and
Sabah. Although the structure of the industry is similar, each region has distinct characteristics in the
status of their resource and stage of development. The Straits of Malacca is the most intensively
fished as most fishermen and fishing vessels are found here. Comparatively, the waters off Sabah
and Sarawak have not been fully exploited to their potential.

The total marine landings in 1994 were 1.065 million mt. (Table 2) and aquaculture contributed an
additional 10,00 mt. (See Table 3). The inshore fisheries recorded 0.9 million mt, the balance being
from the deep sea fishing fleet. While landings from the inshore waters have stabilized, the deep sea
fleet has steadily increased its share, reflecting recent government policy and encouragement for
expansion of the fleet.

Even though aquaculture was introduced several centuries ago, farmers have only lately shifted
from the subsistence to the commercial level. Highly valued fish such as eels, sea bass and tiger
prawns are cultured for export. The government realizes the importance of aquaculture not only to
supplement capture fishery production but its strong potential as a foreign exchange earner. The
areas identified as suitable for aquaculture are 290,200 hectares of coastal land, mudflats, lakes, canals,
dams etc. However, aquaculture development remained slower than in neighboring countries.

The aquarium fish industry began to thrive in the 1980s. The number of farmers has increased from
18 to 330. More than 188 million aquarium fish valued at RM33.7 million were exported in 1993, a big
improvement from the 9.4 million fish valued at RM0.88 million in 1987.There is great potential for
growth in the industry, considering the global market, and the promotion done by the government.
It has attracted many investors.

CREDIT

Credit constitutes an instrument to secure capital in order to hasten the process of achieving desired
objectives, whether they relate to product or consumption. It helps to speed up development if it is
used for productive purposes e.g procrument of new technology or equipment can increase
productivity. It will boost incomes and profits improving financial standing. However, credit creates
fear or anxiety to the borrowers especially if the income is generated by activities for which the credit
was taken.

Since ancient days, the richer fishermen normally borrowed capital from close relatives and friends
but poor people had to get credit from vessel owners, fish dealers or local moneylenders at reasonable
interest, but binding them forever. This type of credit is purely based on kinship and trust with little
collateral. Fishermen prefer it because it is within easy access and does not involve much paperwork;
however, these arrangements may not be able to fulfill large demand for credit because of the limited
capital. The fishing vessel owners normally use credit to build new vessels, repair vessels or as rolling
capital during hard times while the crew borrow more for their subsistence.



The government introduced a number of credit schemes for the fishing industry through the Ministry
of Agriculture because at times the fishermen received raw deals in term of fish prices from the fish
dealers to whom they are bonded financially. Fishermen can now apply for loans from the Agriculture
Bank at low interest rates to repair and buy new fishing equipment, vessels, to use in fish processing,
fish marketing and to start aquaculture projects. The bank can give up to 80 % of the cost of a project
and funds are released according to its progress. Collateral is required for high credit but for small
loans only two personal guarantors suffice. The repayment period depends on the viability of the
project and the capability of the borrower.

INSURANCE

Currently there is no insurance scheme specifically catering for the fishing industry because most
insurance companies in Malaysia concentrate their business on life insurance, motor vehicle and
marine insurance etc. The agriculture sector including fisheries has long been neglected. The
chararacteristics of the fishing industry do not attract great interest from the insurance companies.
Since most of the fishing vessels are made of wood and do not meet the Standard Loydds criteria,
standard, no insurance company will accept them. These vessels are not cheap. It may cost RM600,000
to construct a 70 GRT deep sea vessel and RM100,000 for a 20 GRT vessel. Fishing is a very risky
business and yet fishermen are denied the right to cover their investment.

In order to protect the fishermen, the National Fishermen's Association elaborated with a number of
commercial insurance companies a personal insurance scheme which provides the family with benefits
if an accident should happen to members of the Association. They can take further coverage for
hospitalization. The local fishermen's associations became agents for the insurance scheme.
Unfortunately, fishermen responded poorly to the scheme even though the premium was only RM10
per year per person. Most fishermen did not understand the scheme very well and saw it as a burden.
They did not regard their occupation as hazardous and risky. Some rejected the idea because of their
religious belief. The fishermen's associations failed to sell the concept because they were not trained
in insurance and marketing of insurance policies. They were more interested in the commission than
advising or providing the service to their clients. When the Department of Fisheries Malaysia
introduced the requirement that all crew members must have insurance cover before a boat's annual
fishing licence could be renewed, the scheme picked up. The relatively wealthier boat owners had to
pay for their crew’s premium. However, fishermen complain that they have difficulties in claiming
compensation as the agents are not very helpful.

The State of Terengganu initiated and implemented a welfare scheme which pays compensation to
Terengganu-born fishermen who were born in the state if they meet with accidents at sea. This scheme
was introduced in 1978 because of the absence of an insurance scheme for the fishermen. In 1995, the
State paid out RM164,085 to 142 fishermen. The amount of compensation depends on the type of
accident; loss of life RM6,000; injury RM4,000; loss of boat 50% of the boat value or a maximum of
RM4,000; repair of boat 50% or a maximum of RM1,000 ; hospitalization -RM2.00 per day up to
RM60.00 per person; loss of income RM2.00 up to RM60.00 per month. In order to make a claim, the
fisherman has to show proof of the accident such as a police report and the police investigation or a
letter from a doctor or hospital or confirmation letter from the village head to the Department of
Fisheries which will investigate and prepare the recommendation to the State Government for
payment.

With the recent modernization of aquacultural practices and the need for substantial capital investment
and risk management, there is a need for insurance back up. Given the right protection, the commercial
enterprise will buy mortality cover for the stock and natural perils cover for the equipment. The
experience and growth of the salmon aquaculture industry in Norway can be a good example for
Malaysia. A local insurance company had attempted to introduce insurance cover for finfish. The
insurable risks in aquaculture include mortality due to natural perils such as floods and storms;
technical risks such as machinery breakdown and failure of oxygen supply and diseases. A number
of causes of loss which are excluded in the insurance include a government slaughter order due to
epidemic; cannibalism; mysterious disappearance; normal trade mortalities and mismanagement.
The recommended underwriting guidelines for an aquaculture farm include sound and proven stock



management methods, regular stock inventory control, furnishing of stock declaration to the insurer,
immediate notification of loss etc. However, details of its implementation have not yet been published.

CONCLUSION

Malaysia, like other Third World countries, is still lagging in providing insurance facility for the
fishing industry. Even though the government acknowledges the issue, there are no leading
government agencies looking into the matter. Prior to implementation of an insurance scheme Malaysia
needs to conduct a feasibility study which looks into the models from various countries (e.g Canada).
Fisheries, shipping and insurance experts and the fishermen will have to discuss this issue together.

Presently, with improvement in communication systems and information accessibility, fishermen
have better opportunity to get credit loans from commercial banks, NGOs and various government
agencies. Many new programmes have been introduced by the government such as poverty
eradication, boosting the nation's food production and development of small and medium scale
industries which corne with various incentives and credit facilities. Unfortunately, many fishermen
still prefer taking loans from the local moneylenders or fish dealers because they do not like the
hassle of filling up so many forms and having to go to the nearest bank.

The fiching industry can only be sustainable if everybody collaborates in supporting and helping it.



€0p'LE 820t 9€6'6 6EY'8L T08'6. 1810 pueis
el 0 601 \2 A 4 NVYNEYT dM
pPL'6 16S'C 6E6'E 209'C 618'61 Hvgvs
LP0'E L 106 EEL'C ole'.L HYAYHYS
88061 vy L8B'F LL9°E) G61'CS {elol qng
STA pe ot ¥98 vi6°€ 3HOHOr 1Sv3
2041 6 851 [A 4] 8vL'y ONVHYd
9€C'C L 6¢ 06L'¢ £EEL'B NNVOONIH3L
086 0 69t 118 965'C NVLNVYIIA
*TA N4 el eve’l 086 AR FHOHOr 1LS3M
108 iz £89 161 9eC't YOOVIvYIN
Lyl ! 96 0s L6C NYTIGNES 1d3O3N
€LV'C ¢0l AN BEL'C Try's HOONVYI3S
¢66'E 6 G6S goe'e 298'L Mvd3d
14T 14" 12792 9eg LLEC ONVYN3d
659’1 S A5, 8EL'} [44 8 HvQa3aM
0s9 L 88 196 6.0 Sitd3d
je1o] paJamod-uop pasamod-piecqinQ pajamod-preoquy
UBULIBYSI4 JO JaquNy 9)eIs
sjassoA Buiysi4 jo Jequuinn

7661 ‘e1eIS Ag Siessap Buiysi4 pesuadl 10 Jeguiny pue

URWIBYSI4 10 JoCUInN :} 3jgel

i)



LUSLLPLL GE'lZ vZ 696 yo'sec'ee | 18829 886558 18'¢GH SocLy L (WAVA-J A LEpey'yl WLOL

ocveeg'e 08’6 o0 0288 00'€0. 00009} 000 0600 000 006109 Hv8vS
00824t 000 000 000 onee 0004 00's 00029 000 00'L2L AYMYHYS
06°108 650 000 000 81t 5 °4°) 4% GGt 000 000 LG°¢0¢C NYLNYI3H
y£08¢ 9z'9 00C 000 voL LLPS 6C'v el i 000 G896 NNYOONIYIL
gTyze'y 000 oce 000 98’0 LY LvE eV L 69Ly1 680y 88'6..'¢C ONVHVYd
7T 6%’ §L0 2.°a58 e 4t)4 06808 68'£62 Z9'¢ee 658} 000 ££ 696 FHOHO!
B8'EGE coo LSBT 000 Ge'8 0S'6¥ A4 969 000 8Z°6vL YOOV IvYIN
el R ot A 000 CL L 0o 000 pZELL 99’61 G6°0L1L L9961} [ANI XA NYTEW3S 14393N
G2 8.E'64 080 0gce 8F'¥9G'GL | 99 .L¥iL a0'Le6 ¥99.LS 98'¥Ie £e0ct 26699 HOONVI3S
08'69Z°9S ¥9 0 FXAS 0608806 | CL8LG'L G192} L8931 c62ii 289561 L98yL Mod3d
5888201 000 av0Z LT LIV YL | 9EELLTL 2€°49% 000 000 000 ¥y 08 DNVNId
8E'PZY'L 184 000 €766 g0'gll LLLBG 86°¢C 000 000 JAARY HvQ3x
0665t 000 000 00°0 ag'9l 96'€6 Q00 00¢ 000 Qz'sy Sitd3ad

s|00d
sJj@ishQ sjassniy saPjo0D sabe) SpUOH Syue] JuUBWaAYD safien Buiuiy-x3 SpuUsd
(sauuoy) je10} IajemUSHOBIG ialemysaly 2)e18

7661 ‘WolsAS sinyny pue 238§ Ag Si8)sAO pue S|8SSNY ‘SepId0D ‘yYsid JO SUORINPOId PIJeWnsT ¢ S1gel

(sauuoy ur Anuenp)




9/.'v8T'¥8S'T G85'G90'L |2j0] pueld

155'610'25 ¥SS'veT NVNEV1 d'M
0L0'656'86€ 8Z£'091 Hvavs
011'166'9/C ¥Z29'G6 WYMYHVYS
667'89€'998' L 6.0'68. [ejoL-ang

LOE'0LG'VLL y9'0L JYOHOr LSY3
G/6'v06'96} 8ES LIt ONVYHYd
L66'0¥5'02¢ 605601 ANVOONIYIL
v.lv'LT8'6S 980'¢cE NVINY13IM
£89'€61'08 vzZL'8l JHOHOr LS3IM
Z98'60%'L1 119} VOOV IV
9E6'0V8't 196 NYIEW3S 143D3N
£08'086'061 €/8'76 HOONY13S
000'€0¥ vLt Gvl'961 Mvd3d
Z0B'GOL'ZEL 866'0¥ ONVYN3d
BEV'PLB LG £€9'C. HyQaM
122'9/9'001 169'9¢ SiTy3d

ale1s
(INY) enjepn (ssuuoy) Aipuenp aneA g Amuenp

p561 ‘epels Aq sBuipuer ysi4 suuel Jo snjep pue Apuend :Z ojqel




E1C)

G8C'P9L vl

GeL'e8 Gg sneda. jeog
00o‘ce £ 1e0g BusI4 JO $SO7
0199 &t sfeq BumopA jO §S07
ovZ'si ov uonesieidson
005y 5 Anful
000'¥e t 87 10 $S07

N0 usAlD) uonesuadwo)

21dosd JO ‘ON

wie)D) 1o adAi

565l nuebBbusial 30 WBSWUSOACH BILIS Yl AqQ usuwuaysi4 03 uonesusduwio) iy dgel




	Zengyoren Regional Conference on Insurance and Credit for Sustainable Fisheries Development in Asia
	Country Status Report
	Insurance and credit facilities for the fishing industry in Malaysia





